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010~8~:  Two t r a n s f e r r e d  e m p l o y e e s  who i n c u r r e d  
l o a n  o r i g i n a t i o n  f e e s  of 1.5 p e r c e n t  are 
n o t  e n t i t l e d  t o  r e i m b u r s e m e n t  f o r  more 
t h a n  t h e  1 p e r c e n t  f e e  allowed b y  t h e  
V e t e r a n s  A d m i n i s t r a t i o n .  S u r v e y  o f  
l e n d i n g  i n s t i t u t i o n s  i n  t h e  L e x i n g t o n ,  
K e n t u c k y  a rea  i n d i c a t i n g  t h a t  73  p e r c e n t  
c h a r g e  l o a n  o r i g i n a t i o n  f e e s  e q u a l  t o  
1 p e r c e n t  o f  t h e  l o a n  amount  c o n f i r m s  
t h e  V e t e r a n s  A d m i n i s t r a t i o n ' s  d e t e r m i n a -  
t i o n  t h a t  1 p e r c e n t  is t h e  c u s t o m a r y  
l o a n  o r i g i n a t i o n  fee. 

Based o n  a s u r v e y  of 1 1  l e n d i n g  i n s t i t u t i o n s  i n  t h e  
a rea ,  t w o  e m p l o y e e s  of t h e  V e t e r a n s  A d m i n i s t r a t i o n  ( V A )  
claim r e i m b u r s e m e n t  f o r  t h e  1 .5  p e r c e n t  l o a n  o r i g i n a t i o n  f e e  
e a c h  paid to  o b t a i n  a c o n v e n t i o n a l  m o r t g a g e . l /  W e  h o l d  
t h a t  r e i m b u r s e m e n t  i s  l i m i t e d  to  t h e  1 percezt f e e  allowed 
by t h e  VA s i n c e  t h e  s u r v e y  c o n f i r m s  t h a t  t h e  p r e d o m i n a n t  
ra te  charged for  l o a n  o r i g i n a t i o n  i n  t h e  area was 1 p e r c e n t  
of  t h e  l o a n  amoun t .  

BACKGROUND 

M r .  James A .  P a t t o n  was t r a n s f e r r e d  f rom t h e  C l e v e l a n d  
VA Medical C e n t e r ,  to  t h e  VA Medical C e n t e r  i n  L e x i n g t o n ,  
K e n t u c k y ,  o n  December 1 1 ,  1983 .  Mr. James F. T r u s l e y  I11 
was t r a n s f e r r e d  f rom t h e  VA Medical C e n t e r ,  C i n c i n n a t i ,  
O h i o ,  to  t h e  VA Medical C e n t e r ,  L e x i n g t o n ,  K e n t u c k y ,  o n  
May 14 ,  1984.  Each e m p l o y e e  p u r c h a s e d  a r e s i d e n c e  i n  t h e  
L e x i n g t o n  area i n  J u l y  1984 and  e a c h  paid a 1 .5  p e r c e n t  l o a n  
o r i g i n a t i o n  f e e  to  o b t a i n  a c o n v e n t i o n a l  m o r t g a g e  f rom t h e  
U n i v e r s i t y  Mortgage Company. M r .  T r u s l e y  a n d  Y r .  P a t t o n  
each s u b m i t t e d  a claim f o r  r e i m b u r s e m e n t  of real  e s t a t e  
purchase e x p e n s e s  w h i c h  i n c l u d e d  t h e  1 .5  p e r c e n t  l o a n  
o r i g i n a t i o n  f e e .  

- The Director,  O f f i c e  o f  B u d g e t  and  F i n a n c e ,  V e t e r a n s  
A d m i n i s t r a t i o n ,  requested d e c i s i o n s  o n  t h e  claims o f  
M r .  T r u s l e y  a n d  Mr. P a t t o n .  
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A l t h o u g h  t h e  local  area o f f i c e  of t h e  D e p a r t m e n t  o f  
Hous ing  a n d  Urban  Deve lopmen t  ( H U D )  was u n a b l e  t o  f u r n i s h  
a d v i c e  t o  t h e  VA as  t o  t h e  customary l o a n  o r i g i n a t i o n  fee 
c h a r g e d  i n  t h e  area f o r  o t h e r  t h a n  FHA i n s u r e d  l o a n s ,  
M r .  T r u s l e y  and  Mr. P a t t o n  were r e i m b u r s e d  l o a n  o r i g i n a t i o n  
f e e s  o f  1 p e r c e n t .  T h e  VA h a s  i n d i c a t e d  t h a t  i t  c o n s i d e r s  
1 p e r c e n t ,  t h e  amount  t h a t  c a n  be c h a r g e d  i n  c o n n e c t i o n  w i t h  
FHA i n s u r e d  l o a n s ,  t o  be a r e a s o n a b l e  and  c u s t o m a r y  l o a n  
o r i g i n a t i o n  f e e  i n  t h e  a b s e n c e  o f  e v i d e n c e  t o  t h e  c o n t r a r y .  
S u b s e q u e n t  t o  t h e  a g e n c y  d i s a l l o w a n c e  o f  h i s  c la im,  
M r .  T r u s l e y  p r e p a r e d  a q u e s t i o n n a i r e  wh ich  was s e n t  t o  
1 1  a r ea  f i n a n c i a l  i n s t i t u t i o n s  r e q u e s t i n g  i n f o r m a t i o n  a s  to  
t h e i r  c h a r g e s  f o r  l o a n  o r i g i n a t i o n  f e e s  f o r  b o t h  conven-  
t i o n a l  and  FHA/VA l o a n s .  For c o n v e n t i o n a l  mortgages, 8 o f  
t h e  f i n a n c i a l  i n s t i t u t i o n s  i n d i c a t e d  t h a t  t h e y  c h a r g e  a 
1 p e r c e n t  f e e .  The  r e m a i n i n g  3 reported c h a r g e s  o f  b e t w e e n  
1.2 and  2 p e r c e n t .  W e  h a v e  b e e n  a s k e d  t o  d e t e r m i n e  w h e t h e r ,  
based o n  t h i s  i n f o r m a t i o n ,  M r .  T r u s l e y  a n d  M r .  P a t t o n  are 
e n t i t l e d  to  r e i m b u r s e m e n t  f o r  t h e  a d d i t i o n a l  1 /2  p e r c e n t  
l o a n  o r i g i n a t i o n  f e e  d i s a l l o w e d  by t h e  VA. 

DISCUSSION 

u n d e r  5 U.S .C .  s 5724(a)(4) (1982), a n  e m p l o y e e  may be 
r e i m b u r s e d  for  t h e  e x p e n s e s  h e  i n c u r s  i n  s e l l i n g  a n d / o r  
p u r c h a s i n g  a r e s i d e n c e  p u r s u a n t  t o  a p e r m a n e n t  c h a n g e  o f  
s t a t i o n .  E f f e c t i v e  October 1 ,  1982, t h e  i m p l e m e n t i n g  r e g u -  
l a t i o n s  a t  p a r a g r a p h  2 - 6 . 2 d ( 1 )  of t h e  F e d e r a l  T r a v e l  Regula- 
t i o n s  ( s u p p .  4, A u g u s t  23, 1982), i n c o r p .  by ref . ,  
41 C.F.R.  s 101-7.003 (1984), were amended to permi t  
r e i m b u r s e m e n t  f o r  l o a n  o r i g i n a t i o n  f e e s  and  s i m i l a r  charges  
which  were n o t  s p e c i f i c a l l y  d i s a l l o w e d  by  FTR p a r a g r a p h  
2-6.2d(2). S e e  Robert E. Kiger l ,  62 Comp. Gen. 534 (1983). 

l i m i t s  r e i m b u r s e m e n t  f o r  a l o a n  o r i g i n a t i o n  f e e  to  t h e  
amoun t  c u s t o m a r i l y  paid i n  t h e  l o c a l i t y  o f  t h e  e m p l o y e e ' s  
new r e s i d e n c e .  W e  h a v e  h e l d  t h a t  a n  a g e n c y  may r e l y  on  
t e c h n i c a l  a s s i s t a n c e  p r o v i d e d  by t h e  l o c a l  o f f i c e  o f  HUD 
i n  d e t e r m i n i n g  t h e  c u s t o m a r y  l o a n  o r i g i n a t i o n  f e e  f o r  a 

P a r a g r a p h  2-6.2d(1) o f  t h e  F e d e r a l  T r a v e l  R e q u l a t i o n s  

g i v e n  l o c a l i t y .  Roger J .  Salem, 63 Comp. Gen. 456 (19841, 
and  G a r y  A .  C l a r k ,  8-213740, F e b r u a r y  15, 1984. The i n f o r -  
m a t i o n  provided b y  H U D  creates a r e b u t t a b l e  p r e s u m p t i o n  a s  
t o  t h e  p r e v a i l i n g  l o a n  o r i g i n a t i o n  fee charged i n  t h e  a rea  
and  is  c o n t r o l l i n g  i n  t h e  a b s e n c e  of e v i d e n c e  o v e r c o m i n g  
t h a t  p r e s u m p t i o n .  C h r i s t o p h c  
1985: a n d  E a b e r t  H. ThomDson 
-217584, S e p t e m b e r  4, 1985. 

- 2 -  



B-2 19076 
B-219123 

The r e g u l a t o r y  p r o v i s i o n  l i m i t i n g  r e i m b u r s e m e n t  to 
t h o s e  rea l  e s t a t e  purchase e x p e n s e s ,  i n c l u d i n g  l o a n  
o r i g i n a t i o n  f e e s ,  t h a t  are c u s t o m a r i l y  c h a r g e d  i n  t h e  
l o c a l i t y  o f  t h e  e m p l o y e e ' s  new d u t y  s t a t i o n  is r e q u i r e d  by  
t h e  s t a t u t e ,  5 U.S.C. S 5 7 2 4 a ( a ) ( 4 ) .  A similar  r u l e  app l i e s  
t o  r e i m b u r s e m e n t  o f  b r o k e r ' s  f e e s  c h a r g e d  i n c i d e n t  to  t h e  
sale of a n  e m p l o y e e ' s  r e s i d e n c e  a t  h i s  o l d  d u t y  s t a t i o n .  I n  
t h e  case o f  b r o k e r ' s  f e e s  w e  h a v e  h e l d  t h a t  i n f o r m a t i o n  
p r o v i d e d  b y  HUD r e g a r d i n g  t h e  p r e v a i l i n g  r a t e  creates a 
r e b u t t a b l e  p r e s u m p t i o n  w h i c h  c a n  be o v e r c o m e  b y  c o m p e t e n t  
e v i d e n c e  d e m o n s t r a t i n g  t h a t  a h i g h e r  ra te  a c t u a l l y  
p r e v a i l s .  Edward M. Jones, B-208287,  A p r i l  1 5 ,  1 9 8 3 ,  a n d  
Dav id  R .  Hoffman,  8 - 1 8 2 4 3 1 ,  J u l y  1 4 ,  1 9 7 5 .  

of a 7 p e r c e n t  r a t h e r  t h a n  6 p e r c e n t  r e a l  es ta te  c o m m i s s i o n  
based o n  a s u r v e y  o f  30 area r e a l t o r s  s h o w i n g  t h a t  
7 0  p e r c e n t  were c h a r g i n g  a c o m m i s s i o n  of 7 p e r c e n t .  I n  
c o n t r a s t ,  w e  have h e l d  t h a t  a s h o w i n g  t h a t  a r a n g e  o f  f e e s  
was c h a r g e d  does not p r o v i d e  a bas i s  t o  r e i m b u r s e  a n y  
b r o k e r ' s  f e e  w i t h i n  t h a t  r a n g e  o t h e r  t h a n  t h e  d o m i n a n t  f e e  
c h a r g e d .  Raymond L. H i p s h e r ,  R-214555,  A u g u s t  2 8 ,  1 9 8 4 ,  a n d  
Edward M .  J o n e s ,  B-208287,  supra.  T h e  rules e n u n c i a t e d  w i t h  
respect to  brokerage f e e s  a p p l y ,  as w e l l ,  t o  claims f o r  
r e i m b u r s e m e n t  o f  l o a n  o r i g i n a t i o n  f e e s .  G a r y  A .  C l a r k ,  
B-213740 ,  supra.  

f u r n i s h  i n f o r m a t i o n  a s  t o  t h e  p r e v a i l i n g  r a t e  o f  l o a n  
o r i g i n a t i o n  fees c h a r g e d  f o r  c o n v e n t i o n a l  f i n a n c i n g  i n  t h e  
v i c i n i t y  o f  L e x i n g t o n ,  K e n t u c k y .  For t h i s  r e a s o n  a n d  i n  t h e  
a b s e n c e  of o t h e r  i n f o r m a t i o n  i n d i c a t i n g  t h a t  a h i g h e r  r a t e  
was c u s t o m a r i l y  c h a r g e d  i n  t h e  a r ea ,  w e  b e l i e v e  it was 
appropr ia te  f o r  t h e  VA t o  l i m i t  r e i m b u r s e m e n t  t o  t h e  
1 p e r c e n t  l o a n  o r i g i n a t i o n  f e e  charged f o r  FHA i n s u r e d  
l o a n s .  A s  i n  i n s t a n c e s  w h e r e  r e i m b u r s e m e n t  is  based on 
i n f o r m a t i o n  f u r n i s h e d  b y  H U D ,  t h e  e m p l o y e e ,  n e v e r t h e l e s s ,  
may e s t a b l i s h  h i s  e n t i t l e m e n t  to  r e i m b u r s e m e n t  a t  a h i g h e r  
r a t e  b y  f u r n i s h i n g  e v i d e n c e  t h a t ,  i n  f a c t ,  a h i g h e r  ra te  was 
c u s t o m a r i l y  c h a r g e d  i n  t h e  area of t h e  r e s i d e n c e  p u r c h a s e d .  

I n  B-173091,  J u n e  2 2 ,  1971 w e  allowed t h e  r e i m b u r s e m e n t  

I n  t h e  p r e s e n t  case, t h e  HUD area o f f i c e  was u n a b l e  t o  

The e v i d e n c e  f u r n i s h e d  b y  M r .  T r u s l e y  a n d  Mr. P a t t o n  i n  
support  o f  t h e i r  claims f o r  r e i m b u r s e m e n t  o f  a 1 . 5  p e r c e n t  
ra ther  t h a n  a 1 p e r c e n t  l o a n  o r i g i n a t i o n  f e e  c o n s i s t s  o f  a 
s u r v e y  o f  1 1  area f i n a n c i a l  i n s t i t u t i o n s .  S e v e n  i n d i c a t e d  
t h a t  t h e y  c h a r g e  a 1 p e r c e n t  fee; o n e  reported t h a t  i n  
a d d i t i o n  t o  a 1 p e r c e n t  l o a n  o r i g i n a t i o n  f e e ,  i t  c h a r g e s  a 
" d i s c o u n t " ;  two i n d i c a t e d  t h a t  t h e y  c h a r g e  f e e s  r a n g i n g  f r o m  
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1 .2  t o  2 p e r c e n t ;  a n d  t h e  e m p l o y e e s  were c h a r g e d  a 1.5 
p e r c e n t  l o a n  o r i g i n a t i o n  f e e  b y  t h e i r  l e n d e r .  S i n c e  a 
mortgage d i s c o u n t  is a n o n r e i m b u r s a b l e  fee d i s t i n c t  Erom a 
l o a n  o r i g i n a t i o n  fee, t h e  s u r v e y  e s t a b l i s h e s  t h a t  8 of t h e  
1 1  c o m p a n i e s .  or  7 3  p e r c e n t ,  charge a 1 p e r c e n t  l o a n  
o r i g i n a t i o n  f e e .  Roger J .  S a l e m , - 6 3  Comp.  Gen. 4 5 6 .  T h u s ,  
t h e  s u r v e y  does n o t  refute,  b u t  c o n f i r m s ,  t h e  VA's determi- 
n a t i o n  t h a t  1 p e r c e n t  is  t h e  l o a n  o r i g i n a t i o n  f e e  c u s t o m -  
a r i l y  c h a r g e d  a n d  i t  does n o t  p r o v i d e  a bas i s  t o  allow t h e  
e m p l o y e e s '  claim f o r  a l o a n  o r i g i n a t i o n  f e e  i n  excess o f  
1 p e r c e n t .  A c c o r d i n g l y ,  t h e i r  claims f o r  a n  a d d i t i o n a l  .5 
p e r c e n t  may n o t  be p a i d .  

w j  
Comptroller G e n e r a l  / of  t h e  U n i t e d  S t a t e s  
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